(Adopted June 28, 1990)(Amended May 3, 1991)(Amdridlecember 7, 1995)
(Amended April 20, 2001)(Amended November 9, 208d)énded May 3, 2002)
(Amended September 8, 2006)

PROPOSED AMENDED RULE 1309.1 -PRIORITY RESERVE

(@ Priority Reserve
A Priority Reserve is established to provide crediitr specific priority sources.
The funding of the Priority Reserve shall be madartgrly on March 31, June 30,
September 30, and December 31 or other schedulmedeeracticable by the
Executive Officerordesigheelhe amount of this allocation shall not excdesl t
following amounts:
Quatrterly Allocation
Air Contaminant (Ibs per day)

Reactive Organic Gases (ROG) 500

Nitrogen Oxides (NOXx) 250

Sulfur BieOxides(SOx) 60

Particulate Matter (PM10) 125

Carbon Monoxide (CO) 250
If the Executive Officer determines that credits &my air contaminant are not
available for transfer from the District's NSR aanots, allocations to the Priority
Reserve for that air contaminant shall be suspendatocations of that air
contaminant to the Priority Reserve may resumeh# Executive Officer
determines there are sufficient credits availabletfansfer from the District’s
NSR accounts.

(b) Specific Priority Sources

The following priority sources will be qualified traw-from-a-poel-ofcredits
established-every-quarteedits from the Priority Reserve
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

(1)

(2)

©)

(4)

Innovative Technology

Is innovative equipment or a process which:

(A) the applicant demonstrates will result in angigantly lower
emission rate from the affected source than woaldehoccurred
with the use of BACT; and

(B) can be expected to serve as a model for emissoluction
technology.

Research Operations

Is an experimental research operation for which:

(A) the purpose of the operation is to permit iriggdion, experiment
or research to advance the state of knowledgeeostdite-of-the-
art; and

(B) aspecific time limit is imposed by the ExewetOfficeror
designeein no case exceeding two years.

Essential Public Service

Is used to provide essential public service, predithe applicant:

(A) has provided all required internaffsets available by modifying
sources to Best Available Retrofit Control TechggidBARCT)
levels at the same facility; or

(B) demonstrates to the satisfaction of the ExgeutOfficer -er
desighedhat the applicant owns or operates no sourcesnaiitie
facility which could be modified to BARCT levels tprovide
internaloffsets.

For equipment not subject to any Regulation Xl rapplication(s) for

modifications providing offsets to satisfy subpaegp (A) of this

sectioparagrapltshall accompany the application(s) for the newss(s).

For purposes of this—sectiparagraphonly, BARCT, as defined in the

California Health and Safety Code Section 40406Jlsiot exceed any

applicable District BACT cost guidelines and sloldetermined as of the

date that the application is deemed complete.

Electrical Generating Facility (EGFE) In The Bas

Is anin-Basin EGF project directly related to the proiion of electricity,

and the applicant files a complete initial appimatfor certification to the

California Energy Commission or files a completelagation for a permit

to construct for which credits are sought durinigrdar years 2000, 2001,

2002, 2003, 2005, 2006, 2007 or 20a&lity-that- generates-electricity-for
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

(5)

electricity—and-providd-thefaeiity: An EGF for which the applicant files
a complete application for which credits are soutiring calendar years
2000, 2001, 2002 or 2003 shall be gualified to dé&Ww, SOx, or PM-10

credits only to the extent authorized by Rule 13@% amended on May 3,
2002. An EGF for which the applicant files a coetelapplication for

which credits are sought in calendar years 20066 22007 or 2008 shall
be qualified to draw SOx, PM-10 and CO credits.

Energy Project of Regional Significance (EPRS)

(6)

Is an EPRS for which the applicant files a compégiplication in calendar
years 2005, 2006, 2007 or 2008 for a permit to ttaosfor which credits
are sought. An EPRS to be located in Coastal Waidracent to the
District, subject to federal permitting, will guigliprovided the applicant
also submits a permit application to the DistricAn EPRS will be

gualified to draw SOx, PM-10 and CO credits.

Electrical Generating Facilities in DownwindrAdasins

Is an EGF located in a downwind air basin outsideistrict that may be

gualified to draw VOC credits established everyrtprgprovided:

(A) the South Coast Air Basin is classified as heiim a worse non-
attainment status than the downwind air basin @nsto Chapter
10 of the Health and Safety Code commencing wittti&e 40910;
and

(B) the EGF is located in a downwind air basin fkatverwhelmingly

impacted by emissions transported from the SoutsCAir Basin,

as determined by the state board pursuant to Health Safety
Code Section 39610; and
(C) the applicant pays a mitigation fee pursuarguodivision (f); and
(D) the applicant certifies the application for @mit to construct has
been deemed complete by the downwind district; and
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Rule 1309.1 (Cont.)

(c)

(7)

(Amended September 8, 2006)

(E) the cumulative amount of VOC credits issuedspant to this
paragraph does not exceed 5,479 Ibs/day (2.74 genslay and
1,000 tons per year); and

(F) the Executive Officer receives the written resfufor credits to be

drawn before January 1, 2009.

Any credits obtained from the Priority Reserve parg to this paragraph

shall be approved by resolution adopted, aftentpkito consideration the

impact of the offset on air quality, public headhd the regional economy,

by the District Governing Board and the Governirgail of the district in

the downwind air basin, or the respective Air Pidin Control Officers, if

such authority has been delegated by their resgeBbards.

Non-Public Biosolids Processing Facility

(A) A biosolids processing facility that is not éxsively-publicly
owned and publicly operated will be qualified tawrprovided:
() the applicant complies with paragraph (b)(3kla
(i) the applicant demonstrates to the satisfactioih the
Executive Officer that the proposed purchase oflitse
from the Priority Reserve at a ratio of 1.2 to fio@ether
with credits otherwise obtained are at an offsgbraf 1.2
to 1.0;
(i) the applicant pays a mitigation fee pursuamd
subparagraph (f)(1)(B) for SOx, PM-10 and CO credit
(B) A biosolids processing facility that receivedidfity Reserve

credits as an Essential Public Service and subsdgweases to be
exclusively-publicly owned and publicly operatedakkhpay the

mitigation fee pursuant to subparagraph (f)(1)(B)effect at the
time of the change of operator or at the last apple rate in effect
for the credits the essential public service remgivfrom the

Priority Reserve adjusted to a 1.2 to 1.0 offsBbrar surrender to
the AQMD an equivalent amount of credits at aneadffatio of 1.2

to 1.0.

Requirements for an Electrical Generating RdiEGF) or an Energy Project of

Regional Significance (EPRS)

An EGF or EPRS shall not be gualified to draw dieffiom the Priority Reserve

unless it meets all applicable conditions of thig including:
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(Ad)

(B2)

(€3)

(4)

(Amended September 8, 2006)

The owner or operator agrees to a permit conditeguiring the facility to
meetsBARCT for pollutants received from the Priority $eeve for all
existing sources at the facilifyrior to the operation of the new source(s)
or at a schedule approved by the Executive Offaxed no later than 3
years following the issuance of a permit to corddtthe new source(s);
and all sources under common ownership within thstridt are in
compliance with all applicable District rules, \aces, orders, and
settlement agreements; and

The aggllcantpays a—nenefundablemltlgatmn fee %f—the—fe#ewng

PM-10 $25 000

T LA AN "\"4 \PL\J’UU

SO cQ Ono
DT POTIT

cO <12 PO and
A" 4 \PJ—L’WU, TATT

The applicantconducts a due diligence effort (limited to costd to
exceed the mitigation fee for that pollutant) ape by the Executive
Officer er—designeeto secure available ERCs for requested Priority
Reserve pollutants. Such efforts shall includeuseg available ERCs
including those available through state emissicarskb or creating ERCs
through SIP approved credit generation progransvasable; and
Notwithstanding Rule 1303(b)(2)(A), the apphtdor an in-Basin EGF

(5)

that files a complete application for which credite sought in calendar
years 2005, 2006, 2007 or 2008 or the applicaramdEPRS demonstrates
to the satisfaction of the Executive Officer thia¢ proposed purchase of
credits from the Priority Reserve together withdaie otherwise obtained,

is at an offset ratio of 1.2 to 1.0; and

Notwithstanding Rule 1303 (b)(2)(A), the appht for an EGF located in

(6)

a downwind air basin shall obtain credits at asetffratio determined by
the downwind air district; and
The Permit to Construct applicant agrees temrmg condition requiring

the new source(s) to be fully and legally operatiaat the rated capacity
within 3 years following issuance of a Permit tonSuct or an initial

California Energy Commission certification, whicleevs later, subject to
an extension granted by the Governing Board baged demonstration
by the applicant that the extension is necessagy tducircumstances
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

beyond the reasonable control of the applicantis paragraph does not
supercede the provisions of SCAQOMD Rule 205.

(d) Additional Requirements for an Electrical Gextem Facility (EGF)

An EGF shall not be gualified to draw credits frdm Priority Reserve unless the

applicant:

(ED)

(2)

Eenters into_along-term (at least one year) contract with theteStaf
California to sell at least 50%ercentof the portion of the power which it
has generated using the Priority Reserve creditd provided the
Executive Officer determines at the time of penmiit and based on
consultation with State power agencies, that tlaesof California is
entering into such long-term contracts and thaeednfor such contracts
exists at the time of permitting, if the facilitg ia net generator (this
suksectioparagraphdoes not apply to municipal utilities or joint pew
authorities). and

For an EGF in the AQMD that submitted a con®lapplication for a

permit to construct for which credits were soughtinly calendar years
2000, 2001, 2002 or 2003, complies with all termd aonditions in any
Executive Officer order, whether expired or notlatieq to the EGF’s

access of Priority Reserve credits, whether suetlitsrare used or not.

(5¢) The following provisions shall apply to the PitgiReserve:
(A1) Access to Priority Reserve Credits, except-faserexclusively-reserved

EGFs located in a downwind air basishall be prioritized based on
qualifying by complying with paragraphs (c)(1) thoh (c)(4ps—an
Essatial-RPublic-Service-or-EGEANd then, on the-earliedate the Permit to
Construct is to be issudsht—an-application—is—deemed—complete
Prioritization for EGFs located in a downwind aasin shall be based on
the earliest date a written request is receivedhigy Executive Officer
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

pursuant to subparagraph (b)(6)(F).

(B2) Each facility shall maintain a balance of totaloHty Reserve Credits
obtained.

(€3) Essential Public Services may, at the discretiotme Executive Officeer
desigree reserve Priority Reserve Offsets for up to thyears to allow
multiyear projects to be planned. The sum of stegervations shall
amount to no more than 25 percent of the PriorggdRve allocation for
those three years.

(B4) The Executive OfficexQMbBb—Geoverning—Beardmay determine that a
specific project shall be given priority for accdssthe priority reserve
based on_imminenpublic health or safety needgardiess—ofdate—of

(ES) If a subject facility holds an Emission Reducti@redit (ERC), then that
ERC must be used before access to the PriorityriReseallowed.

(F6) Allocations from the Priority Reserve shall netlianked or transferred.

(&7) An aggregate total of 400 pounds per day for FIM8D0 pounds for CO,
and 200 pounds per day of SGkall be exclusively reserved for use by
Essential Public Services-feachcalendar year2001,-2002and2003

(H8) Offset credits obtained from the Priority Resetwe an EGF may not
exceed the allowable emissions level of the newlynitted unit(s).

h——TFhetotalamouhof SOx-and-CO-credits—that-may-be—issued-by-the
lbsiday-6f SOxand-6,000-tbs/day- & O.

(39) The Executive Officer shall monitor the PM-10, @8d SOxbalancesn
the Priority Reserve and in the event the balafd&w10, CO or SOxs
less than 500 pounds per day or a qualifying ptoyeil reduce the
balance to less than 500 Ibs/d#y Executive Officer may transfer up to
1,500 pounds per day of PM-10, CO or Sr@spectivelyto the Priority
Reserveatfter it is determined the credits are availabbenfthe District’s
NSR accoun¥his-transtershall-be-done-ata-public-meeting

(10) Offset credits obtained from the Priority Re&seand used in the District
may not be used for interpollutant trading.
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Rule 1309.1 (Cont.) (Amended September 8, 2006)

(f) Mitigation Fees for Electrical Generating Féads In the Basin, Energy Projects of

Regional Significance, Electrical Generating Féedi in Downwind Air Basins,
and Non-Public Biosolids Processing Facilities
(1) Applicants shall pay a mitigation fee of thdldwing amounts for each
pound per day of each pollutant obtained from theri®y Reserve:
(A)  An in-Basin EGF where a complete initial applion for
certification to the California Energy Commission a complete

application for a permit to construct was filed dalendar years
2000, 2001, 2002 or 2003:

PM-10 $25,000
SOx $ 8,900
CcO $12,000

(B) An in-Basin EGF or EPRS where a complete ihdigplication for
certification to the California Energy Commission @ complete

application for a permit to construct was filed dalendar years
2005, 2006, 2007 or 2008, or a Non-Public Biosofiscessing

Facility:
PM-10 $50,417
SOx $15,083
CO $12.,000

(C) An EGF in a downwind air basin

VOC $ 1,410
(2) The fee amounts in subparagraphs (f)(1)(B) @d#l)(C) shall be adjusted
each year on July 1 by the change in the CalifoBoasumer Price Index
for the previous calendar year. The Executivedeffishall be allowed to
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(@)

use 5 percent of the mitigation fees collectedny @ane year for program
administration.

Mitigation Fee Refund

A refund of paid mitigation fees less 20 percan$®,000,000, whichever is less,
shall be allowed only for in-Basin EGF’s or EPR&ttfiled complete applications
for which credits are sought in 2005, 2006, 20072608 or a Non-Public

Biosolids Processing Facility provided the applicambmits a written request to
the Executive Officer stating the reasons and pievi (1) the project requiring
credits was cancelled within twelve months of pase of the Priority Reserve
credits due to circumstances that the Executivéc@fidetermines is beyond the
reasonable control of the applicant, and (2) at&mitrequest to the Executive
Officer justifying the refund is received no moteah 30 days after the project
cancellation. The Executive Officer shall retune excess credits to the District’s

NSR account.
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